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Mr. Chairman, 


You may be sure that I welcome this opportunity to address 
the American Petroleum Institute here in Montreal today -- particularly 
so, because some 1,200 marketing representatives are gathered here at 
this time. I think you'll agree that the petroleum industry in both 
countries faces some serious marketing problems at the moment. 

We live in a dynamic world society of unprecendented growth and 
complexity, and no problems of that society are more complex than the 
political-economic-social-engineering problems related to energy production 
and use. I view as one of the most fascinating challenges for man in 
the next 50 years the question as to how he will work out his problems of 
energy supply and demand. Because the United States and Canada already 
have energy-intensive economies, no regions of the world will have greater 
challenges to meet in solving the energy supply-demand equation than 
our two countries. 

Among the areas of uncertainty in the United States, the adequacy 
and conditions of long-term energy supply would seem to be of paramount 
concern, if one is to judge from the warnings of energy shortage that were 
heard during this past winter and the numbers of energy studies that are 
either planned or underway in Washington to examine import quotas, price 
regulating programs, conservation measures, environmental and other issues. 

Within Canada there are many conflicting views as to how 
our energy resources should be developed and used. Some would stress exports 


as a means of developing our energy resources, and in view of the 
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aforementioned forecasts, see unlimited épportunities for energy industry 
growth, particularly for oil and gas, and great overall benefits to the 
economy as a whole. 

Others see the restrictive import policies of the United States 
of the past decade as continuing, with Canadian resources only to be used 
as a surge tank to be drawn when international petroleum markets are 
difficult and cut back when supply conditions improve. 

Some views are primarily concerned about the extent of foreign 
control in our 0il industry and the high degree of benefits that accrue 
to the United States from Canadian production. 

Still others think our reserves should be set aside to meet 
future Canadian requirements. There is concern in some quarters that our 
prices in the domestic market, particularly for gas, are subject to upward 
pressures because we sell in the high-priced U.S. market, while others 
find this market of great value in providing an incentive to develop our 
remote, land-locked resources. 

These and many other views illustrate the complexity of energy 
relations between the two countries, particularly in oil and gas. 

Because of the huge energy demands that must be met, whatever the forecast 
that may be accepted, I believe that a balance of objectives can be reached 


in each country. 


NATIONAL OBJECTIVES 
You are all aware, too, that this meeting comes at a time of 
painful reassessment of national objectives and priorities in both 


countries. A pervasive anxiety gnaws at our aspirations. And a national 
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debate calls out the deepest convictions of thinking Canadians and tests the 
basic tenents of our economic policy. 

But the events of the recent past should lead no one to 
suppose that the exercise is so new. The juggling of economic priorities 
is a dynamic element of our system. It is the gripping public concern 
which distinguishes the current debate from what is really part of an on- 
going process. 

In 1958, William Hood, writing on The Financing of Economic 
Activity in Canada for the Royal Commission on Canada's Economic Prospects, 
commented: "'The priority given the objective of promoting economic growth 
may also affect the scope accorded the capital market. If in the pursuit 
of the objective of economic growth it is decided for example to adopt 
tax policies and indeed selective monetary measures which favour the 
accumulation of capital goods as opposed to the production of some or 
most consumer goods the authority of the market place over decisions as 
to what to produce is diminished. There is considerable evidence that in 
the post-war period we did in fact in some respects limit the authority 
of the market place in pursuit of high rates of economic growth." 

Not so very different from what we have been hearing of late 
from other sources. The author was addressing himself to the priorities 
of maintaining employment, control of inflation, and effects on the capital 
market. He concluded that: ''The future will involve us in continuing 
reappraisal of the basic objectives of our policies. We should take care 
that in this continuing reappraisal, freedom is not sacrificed because of 


failure to recognize and to take the steps that are possible to protect it." 
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CONCERN OVER RESOURCE MANAGEMENT 

In recent years, Canadians have shown increasing concern over 
the management of their resources, and, in particular, their mineral 
resources. 

The government has been accused of everything from the outright 
giveaway of our birthright, to allowing foreign domination of our 
resource industries and for permitting the wholesale export of raw 
materials instead of developing processing industries at home. 

This sort of criticism has become very popular with certain 
segments of our society of late. It is usually delivered with far more 
emotion than facts and, while much of it has been afforded the dignity of 
emanating from creditable pundits, for the most part it has been utter 
nonsense. 

I would like to affirm that this government and I personally 
are ee Cate to do what is best for Canada. Foreign investment in 
Canada has been an important factor in our development since time - for 
Canada - began. It has helped us grow into a nation. Is helping 
us and, I trust will continue to help us grow. 

There are many things we are not particularly happy about. 

But, we are not afraid of foreign investment -- from the United States 

or from any other country -- and if the citizens of those countries 

are ready to invest their money in the growth of our country, if they 

are prepared to abide by our laws in doing so and to become good corporate 
citizens of Canada, then we are certainly not going to penalize them. 

Perhaps I should talk about the oil industry. This is what 
you people know best and it is a prime example of everything I have been 


talking about. 
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It is an industry that uses a lot of money. To the end of 
1970 over 153 billion dollars was spent by the industry on exploration 
and production of 011 and gas in the various fields in Canada. This 
doesn't include the many millions more spent on pipelines, refining 
and marketing of the products of those fields. 

It is a capital intensive industry and does not create a 
great deal of employment by comparison with more labour intensive 
industries. Yet virtually every other industry depends on the petroleum 
industry for its own economic well-being. 

I am informed that the industry employs only some 150,000 
people. Yet in the past 10 years, it has provided some $10 billion 
to other industries in Canada, for supplies and materials and that 
downstream economic effect has created many many Canadian jobs. 

Twenty-five years ago, a quarter of our energy needs only 
came from eoteend gas. Almost all of that was imported. Today, 
the petroleum industry provides more than 75% of our raw energy requirements -- 
this despite the fact that our needs for raw energy have grown more 
than 23 times. 

Perhaps most important, in the past 10 years the industry has 
provided to the various governments of Canada some 13.5 billion dollars 
in taxes, royalties, lease payments, etc. 

We would like to see the oil industry successful all over Canada. 
In the North, so that it can help provide the revenues needed to make 
the wilderness a wonderful place to live and raise a family for both 


our native people and other Canadians. 
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We would like to see the oil industry successful in the 
offshore maritimes, to trigger the same surge of prosperity there, as 
happened in Alberta, with the coming of oil and thence contribute to 
the solution of the problem of regional disparity -- a major issue 
in our land. 

This government has done and is doing many things to open up 
and develop the north to help alleviate the problems of regional disparity. 
These have all required large amounts of money. A successful oil and 
gas development can quickly change the whole picture so that, instead 
of being in need of help, these regions can be among the "have'' regions 
of Canada and thus contribute in even greater measure than at present to 
the Canadian story and evolution. 

We need successful breakthroughs -- bigger and better even 
than Leduc which triggered the rise of the industry in the west. 

I trust and hope - along with the exploration people in those areas - 
that these will not be long in forthcoming. 

However, before I leave you with the impression that everything 
is a bed of roses, let me re-emphasize that we expect things to be done 
on our terms, terms that are good for Canada and Canadians, not simply 


good for the oil industry. 


LONG TERM COMMITMENTS 

I believe that there is no place in Canadian-U.S. energy 
relations for trading arrangements amounting to long-term commitments, 
too far in advance of our ability to predict their consequences to the 


Canadian economy and, therefore, to continental relations. Who could 
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have predicted the events which have occurred in the last two or three 
years? Almost none of the prophets were right in their forecast as to 
oil prices, security questions, or rates of resource development. 

We are not against the export of these resources when they are 
clearly in excess of our own requirements -- particularly where the 
export today can benefit the Canadians of today -- and, at the same time, 
help generate the discovery of more resources for the Canadians of 
tomorrow. 

I might point out that, in 1970, Canada earned $340 million. 
more in the price it received for 0il and gas exports than it paid 
for imports. I would hazard a guess that this favourable balance may 
well increase to a billion dollars in 4 to 5 years. 

Our objective is to sell what is surplus to our needs at 
the best opportunity price. We want to achieve in Canada, economic 
activity at apevale which renders efficient productivity competitive 
in cost when consumed in our domestic market. Clearly, this is already 
the case with respect to the export of oil, natural gas and other 
petroleum products. Without the United States market, which provides 
for Canada the economies of scale consumers would bear more of the 
infrastructure costs, and our economy would bear a heavier burden for 


the security of the use of domestic supplies. 


CAPITAL REQUIREMENTS IN THE 1970's 


Reliable estimates indicate that the potential and possible 
exploration and development programs of the oil and gas industry in 


Canada in the 1970's will require at least $25 billion. 






uy 2 
serdd 10, 0wd teal ent ini bexteoooeved dobiw etneve efit betoibsaq, ved 
Of 28 texzserot tied? ni ddgiz oxew asodqoty sdt Yo enon seomlA ferey 

-snemgoLevsh acnuoees to 2siaT 10 ,emoitesup Ytixnog2 coving fio 

STS \oly sedw 2a01mozet. seed to sxoqxe oft teninge tom ats Sil | : 


‘ - 
odd eronw virsluoitisq ++ etaemeriupet awo tuo %o 2289xe fi yirsels 4 


,OMLT ombe oly 36 bas -~ ysbos to ensibsnsd elt sitensd aso vebos TtoOqxS 
io ensibsns) sdf 10% geatu0ze1 stom. to yisvoozib ert etsrones qiod 


a 


noiilim Ob€%.bontse shensd .OveI ni S83 tyO tniog tain 


b&eq Ii meds etroqxe es9 bre Lio tot beviessr +i Ssiitq odd Ar oToMm:. 
we We ft ~ ts ner ren ~—— . me FA . = epee Ke a ee | #5 +b by be 
(6M sonsisd eldseruove? aids té6d3 2 eos & DISSE OLuOW J 2TTOGML LOT 


-2T69y ¢ OF 4 ni axsilob motllid’s oF senstont [lew 


9fMONN3S .SDBNBD ni sveidos of tasw eW .iectta YFinutteqqo teed ofl? 


*Visiteqmos Ytivitoubotq tnoizitis ¢rebmot dyidw elsoe 5 tp YI LVITOB 


“ybeoifs 22 efdt’  xliselD .tedrem siteamoh cu0o AP bemuencs neniw t202 mi 
terito bas 28y Isiuten . Lio te trogxs odd ot foeqeor itiw s<es65 sat 


eohivoty doinw ,sotrsm eetete botiaU edt: tuodse¥ »etouborg mslorteq 






aay 


ont 20 efom teed blsiow aremuenoa sisoe to -otmonoos od? sbensd “rot 
af 4 






Mud 9ivBSil arsed bivow ymorose tuo bus .@2209 Sxutourt estink 

‘ , S ’ i. : ) i : 

eae F EB Ketora 2 
: mee i” 






Day, * 7 
1 * = € ' ° ‘ 
vizesmob to a2y ot 20. yttt2|2 oft 
| j “4 ior i »* - i : a 
j : { aa A ij 














i 


About $16 billion of this, if all goes well, can be generated 
by the industry itself, leaving about $9 billion to come from investors, 
or from borrowing. 

From Canadian investors -- as much as possible -- and from 
Canadian lenders as much as is possible -- but some of it, perhaps 
much of it unless we want to slow down economic growth in Canada in 
other sectors requiring capital formation, must come from investors 
and lenders from outside our borders. 

The oil and gas industry is not the only development in Canada 
which will need money in the next decade. It is a very important 
industry, but still just a small part of our total economy. Other 
people will be needing money too. The mining industry, manufacturing, 
the services, transportation and pipelines and, yes, even governments 
will all need to seek investors or lenders to provide the necessary 
capital for eaeneiiondt In terms of priorities, for example, do we 
want to commit large sums of capital to uranium enrichment or James Bay 
power? These are but two sample questions Canada and Canadians must 
answer as to capital allocation. 

Canadians have been warned that massive inflows of foreign 
capital to finance northern pipelines, power projects and other 
development might push the external value of the Canadian dollar so 
high as to disrupt the rest of the economy. Concern over the exchange 
rate is certainly not misplaced and only adds urgency to the need to 
choose appropriate priorities for capital in the 1970's. Events of the 
past few weeks indicate the need to study the foreign exchange implications 


of vast resource developments. Certainly, we've all had a chance to 
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view exchange rate effects on resource industries over the past year, 
and you can be sure the federal government will want to study this 
subject closely in setting its economic priorities and resource policies 
for the future. But we will do so by careful and responsible economic 
study of each capital intensive project studied on its merits -- and not 
by shooting from the political hip. 

This issue illustrates how international considerations can 
have a widespread impact on our resource policies -- no less important 
perhaps than the effect of the relatively new economic phenomenon 
of multinational corporations and trading blocs, in the capricious flow 
of scarce capital searching out the most attractive investments in 
resource countries competing for development. 

More than ever before, we must husband our resources, we 
must plan, we must use them well. 

I atl certainly in agreement with those who suggest that Canada 
must achieve access to foreign markets for highly-processed resources 
carrying a much greater Canadian labour content than is presently the 
case,iIn a country whose continuing problem is that of unemployment, 
this must be a prime objective. 

There are those who would insist that all natural resources 
be processed into finished products in Canada before they are exported. 

A delightful theory. If we had a monolopy on world production 
of oil, gas, minerals, pulp and all the necessities we export, I suppose 
we could insist that it be done. But such is obviously not the case -- 
each of these are competitive markets in which we must meet the competition 
if we would sell. Those who have ready and pat solutions which ignore 


this premise are economic illiterates or political demagogues. 
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We do not have a monopoly in any of these commodities, 
and the importers would turn to other than Canadian sources before 
seeing their own investment in plant, machinery, and labour in their 
home country rendered idle. 

If we are to find the best approaches and solutions we 
must face the fact that we are still a small part of the international 
industry in petroleum products. We are not in a position to dictate. 

We do have sufficient good cards to bargain and bargain hard in the 
Canadian interest. This we will do. 

Then again there are those who loudly proclaim all resources 
in Canada should be retained for Canadians. What do they mean by 
"retained for Canadians"? They do not say. Do they mean leave resources 
in non-productive inventory for an indefinite period? Do they contend 
that monies received by the entrepreneurs, by governments, federal and 
provincial, San exports of oil and gas are not of greater benefit to 
Canada and Canadians than the actual oil and gas left for some indeterminate 
period in non-productive inventory? I suggest this would contradict 
fundamental economic tenet. 

Let us look at the implication of such a course. The reserves 
from which we presently draw our supplies Boe judged to be sufficient 
for 20 years for oil and 30 years for gas. | 

The Canadian Petroleum Association estimates that only 10 per cent 
of the potential reserves in Canada have yet been discovered and that 
tremendous amounts of capital will be needed to uncover the remaining 


90 per cent. 
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I am sure that it would be exceedingly difficult to attract 
risk capital to invest in exploration which would not bring a return 
for 30, 60, 100 years in the future. It simply would not make sense 
and would mean not only unused but undiscovered Canadian resources and 
untapped economic potential lying fallow. 

I cannot leave the subject without commenting upon another 
myth being perpetrated by the alarmists, the ill informed and the 
political opportunists. 

This is the fable that foreigners own the oil and gas resources 
of Canada. Here are the facts. Some 84 per cent of the oil and gas 
lands presently under permit in Canada are owned by the federal government. 
The remaining 16 per cent are either owned by the provincial governments, 
the various charter companies who gained these rights in previous 
centuries, or by the farmers and settlers who pioneered in the 
development of our country. 

It is thus a fact that none of the oil and gas resources are 
foreign owned. 

The companies developing these lands, whether foreign owned 
or Canadian owned, merely lease the rights and pay handsomely for the 
privilege. I believe, to date, the lease payments to Canadian 
governments exceed 4 billion dollars. 

Governments, both federal and provincial, have complete control 
as to how these resources should be developed and, from the success of 
the industry to date, they appear to have done an excellent job. 

So while a substantial proportion of the lessees are non Canadian -- 
and yes this does give us concern -- we should put the problem in its 


proper perspective. I do not wish at this time at least to state any 
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case either for or against Canadian government participation in the 

petroleum business, but I do state that there is a need for Canadian 
knowledge of the nature of the world oil industry and its impact on 

Canadian nationhood. 

I have a basic conviction sympathizing with the importance 
of private business organization in our society. It is the responsibility 
of Canadian business in the petroleum industry as in other business 
sectors to see that it serves national, social and economic purposes 
and goals. To the extent that there is a gap in the ability of the 
private sector to achieve these ends, there are those who will argue 
that state enterprise should shoulder the burden. 

Canadians are bound to notice, in international business 
affairs, decisions such as the announcement by the organization of Arab 
petroleum exporting countries, of the establishment of the Arab Tanker 
Company to eaevate their own tanker fleet and to engage in joint 
ventures through their general petroleum service company in oil 
exploration, refining, and petroleum product marketing. We are bound 
to be aware of the policies of France since the Second World War 
to achieve world oil influence through state control and participation 
in the French marketplace, and through state-organized and controlled 
exploration in many parts of the world, including Canada. 

There are many other examples of state participation in the 
oil business. Canadians, if they are doing their duty to themselves 
and their own national interest, will want to know the reasons why 
these other states deemed state participation necessary and to ask to 
what degree the state must participate in Canada in the petroleum business 


to protect Canadian interest present and future. 
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I believe that the National Advisory Committee on Petroleum 
formed about a year ago has promoted the closer level of cooperation 
required between industry and government to improve the management of 
our energy resources in the public interest. 

In the case of Home Oil, the government was able to carry 
out the clearly expressed will of the Canadian people that this company 
should remain Canadian. That was always our prime concern. I think 
rightly, Canadians have shown that they must have a very real say in 
the management of their mineral resources. Perhaps that concern is 
best illustrated in the oearrsiitie trade-off between the ethic of growth 
and that of the protection of the environment. That dichotomy has been 
most evident in Canada in our public discussions as to northern pipe- 
lining. 

In Canada extensive preparation on the part of both industry 
and government are underway to ensure that, when the time comes to 
build oil and gas pipelines in the north, engineering, environmental 
and economic knowledge will be on hand to meet industry and government 
requirements for the successful completion and operation of these 


pipelines. 


CONCLUSION 

At a moment of critical reassessment of fetional objectives 
and priorities, Canadians have rightly focussed attention on management 
of their natural resources, which will to a large extent determine the 
future character of their country. The application of energy policies 
is a dynamic process that vitally effects the direction and pace of 


economic development. 
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Throughout the postwar period in Canada, a variety of 
national objectives and priorities have influenced the quality of life 
and the rate of economic growth. 
The current debate has made it clear that Canada's energy 
policies must remain capable of adjustment to objectives and priorities 
which may be altered from time to time by changing internal and international 
conditions. 
Such policies cannot be composed in an ivory tower, but need 
to synthesize the experience of resource managers in industry and 
government in an effective reply to the changing needs of the nation 


at home and abroad. 
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